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This chapter explores the status of the current 
programs designed to address global tax avoidance, 
critiques the role that the G20 plays in the reform 
agenda, and considers the part that Australia will play 
in the process.
3.  The role of the G20  
in taxation regulation 
 Professor Kerrie Sadiq 
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Introduction
The G20 Summit in Brisbane will focus on promoting stronger economic growth 
and making the global economy more resilient to deal with future shocks. Given 
the significance of tax revenue to the fiscal soundness of sovereign nations 
and the role it plays in the global economy, along with the current G20 and 
Organisation for Economic Co-operation and Development (OECD) focus on 
base erosion and profit shifting, Australia is in a unique position to play a signifi-
cant role in shaping and promoting the international tax reform agenda. 
Any reform clearly requires international consensus and multilateral adoption, 
which is delicate to facilitate. As such, Australia needs to ensure it not only con-
tributes to the substantive policy issues of the international tax reform agenda 
thereby ensuring momentum in what is an ambitious task, but that it is also politi-
cally astute in managing the process and expectations of all the stakeholders. 
This includes not only the members of the G20, but also OECD members, devel-
oping nations and emerging economies, commercial entities, civil society groups 
and the global community. 
Professor Kerrie Sadiq (B.com (uQ), LLB (Hons) (uQ), LLM (Qut), 
PhD (Deakin)) is a Professor in the School of Accountancy at the Qut 
Business School, Queensland university of technology, Australia; an 
Adjunct fellow of the taxation Law and Policy research Group, 
Monash university; and a Senior Adviser to the tax Justice network 
(uK). She holds a Bachelor of commerce from the university of 
Queensland, a Bachelor of Laws (Honours) from the university of Queensland, a Master of 
Laws from Queensland university of technology, and a PhD from Deakin university. Kerrie is 
a Barrister, Supreme court of Queensland and a chartered tax Adviser. Prior to joining 
Queensland university of technology, Kerrie spent 20 years at the university of Queensland 
as a member of both its Law School and Business School. 
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Background: International tax regime
The inadequacies of the current international tax regime are becoming increas-
ingly obvious. Current systems are failing to tax multinational entities where the 
business activities that give rise to the profits take place. Data limitations mean 
that it is difficult to estimate the cost of aggressive tax planning. Media exposés 
on entities such as Apple, Starbucks, Amazon, Vodafone and Google highlight 
the mismatch between the jurisdiction of the economic activities that give rise to 
an entity’s profits and the amount of income tax paid within those jurisdictions. For 
instance, Apple paid tax at the rate of 0.7 per cent of its turnover to the Australian 
Taxation Office (ATO) for 2012–13.1 Similarly, Starbucks paid no income tax in 
the prior three years on sales in the United Kingdom of £1.2 billion.2 In essence, 
these multinational entities are engaging in what has commonly become known 
as ‘base erosion and profit shifting’ (BEPS). 
Since the first G20 Summit in 2008, each of the annual meetings has discussed 
the need for international tax cooperation, whether in the form of the promotion 
of international exchange of tax information and trans-
parency, tackling tax havens, or addressing BEPS. 
The 2009 London Summit is often viewed as the 
turning point in the international effort to combat tax 
havens3, with continued momentum and expanded 
agendas since. 
The broader tax agenda was most recently articulated 
at the 2013 St Petersburg Summit where the G20:
•	 Endorsed the OECD BEPS Action Plan; 
•	 Welcomed the establishment of the G20/OECD BEPS project; 
•	 Committed to automatic exchange of information as the new global standard; 
and 
•	 Acknowledged that developing countries should also be able to benefit from 
greater tax information exchange.4 
The G20 Leaders’ Declaration broadly outlined these outcomes and commit-
ments from the St Petersburg Summit but left much of the technical work to the 
OECD. Consequently, from a G20 perspective, it has become the responsibility 
of Australia during its G20 leadership tenure to ensure that tangible progress is 
made. To that end, tax is one of the 10 G20 priorities for 2014. However, as 
evidenced by the work being undertaken in the lead up to the Brisbane Summit, 
tax is likely to take on greater significance than some other priorities. 
“ it has become the responsibility of Australia 
during its g20 leadership tenure to ensure 
that tangible progress is made. to that end, 
tax is one of the 10 g20 priorities for 2014.”
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Specifically, the 2014 G20 agenda is slated to focus on three related international 
taxation reform priorities:
1.  Addressing tax avoidance, particularly BEPS, to ensure profits are taxed in the 
location where the economic activity takes place; 
2.  Promoting international tax transparency and the global sharing of information 
so that taxpayers with offshore investments comply with their domestic tax 
obligations; and
3.  Ensuring that developing countries benefit from the G20’s tax agenda, particu-
larly in relation to information sharing.5
There is no doubt that current tax regimes have failed to keep pace with an 
increasingly global economy. The result is that multinationals are able to take 
advantage of the outdated international tax laws to minimise their tax liability, that 
is, partake in BEPS. Each of the three broad areas listed attempts to address 
different aspects of this trend. As chair of the G20 in 2014, Australia has the 
opportunity to play a leading role in shaping the international tax reform agenda to 
address these issues. 
Priority 1: Tax avoidance
The first of the international tax reform priority areas is to address tax avoidance, 
or BEPS, to ensure profits are taxed in the location where the economic activ-
ity takes place. Taxation is a matter for domestic law; however clashes between 
different national regimes mean the possibility of double taxation. As such, since 
the 1920s, standards have been designed to eliminate double taxation to remove 
impediments to trade and economic growth. 
Today, we have a system of commonly accepted international tax principles and 
thousands of double tax treaties globally. These are designed to prevent the 
double taxation of profits from cross-border activities. Increasingly however, these 
rules are interacting to allow for less than single taxation, that is, double non-
taxation, or at the very least, a distortion in the amount of tax paid along with 
the location in which it is paid. This generally occurs because of tax planning 
techniques where there is artificial separation of the income from the activities 
that created it. That is, profit shifting by multinational entities resulting in tax base 
erosion.
Base erosion is the ability of multinational entities to take advantage of the current 
international tax regime, with the advantage achieved by leveraging the gaps in 
the regime that “provide opportunities to eliminate or significantly reduce taxa-
tion on income in a manner that is inconsistent with the policy objectives of such 
domestic tax rules and international standards”.6 
Profit shifting is one of the most significant ways in which base erosion is occur-
ring. Multinational entities are able to profit shift because the current international 
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tax regime relies on the traditional concepts of residence and source, along with 
the notion of the permanent establishment and transfer pricing regimes imposing 
an arm’s length standard for related party transactions. 
In essence, these concepts focus on physical locations and a separate entity 
approach. This is in stark contrast to the reality of global corporations. In practical 
terms, profit shifting is generally achieved via:
•	 Transfer pricing practices, particularly with respect to the shifting of risks; 
•	 Shifting of intangibles; 
•	 The splitting of the ownership of assets; and 
•	 Undertaking transactions within the multinational group that would not normally 
occur between non-related parties. 
Addressing BEPS
The OECD is undertaking the current work on BEPS at the request of the G20 
Finance Ministers. In February 2013, the OECD delivered its first BEPS report.7 
This was followed by its Action Plan,8 which was introduced at the G20 Finance 
Ministers’ meeting in Moscow. The plan identifies specific actions needed to 
provide countries with domestic and international instruments to address BEPS. 
The specific actions, which are high-level policy objectives, are: 
1.  Address the tax challenges of the digital economy; 
2.  Neutralise the effects of hybrid mismatch arrangements; 
3.  Strengthen controlled foreign company (CFC) rules; 
4.  Limit base erosion via interest deductions and other financial payments; 
5.  Counter harmful tax practices more effectively taking into account transpar-
ency and substance; 
6. Prevent treaty abuse; 
7. Prevent the artificial avoidance of ‘permanent establishment’ status; 
8.  Assure that transfer pricing outcomes are in line with value creation for 
intangibles;
9.  Assure that transfer pricing outcomes are in line with value creation for risks 
and capital; 
10.  Assure that transfer pricing outcomes are in line with value creation for other 
high-risk transactions; 
11. Establish methodologies to collect and analyse data on BEPS transactions; 
12. Require taxpayers to disclose their aggressive tax planning arrangements; 
13. Re-examine transfer pricing documentation; 
14. Make dispute-resolution mechanisms more effective; and 
15. Develop a multilateral instrument.
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The Action Plan highlights a broad and comprehensive list of problems associ-
ated with the international tax regime. The project is regarded a process of reform 
rather than a wholesale or one-off remodelling of the current system. Common 
themes among the actions can be summarised into three broad categories: 
1.  The design of international standards to ensure the coherence of corporate 
income taxation at the international level; 
2.  The need to address the weaknesses in the current domestic laws and tax 
treaties that allow multinationals to artificially shift the taxable income to a differ-
ent location to where the activities that gave rise to the income are performed; 
and 
3.  Ensuring transparency in a broader sense than what is being achieved.9
The BEPS project, with its ambitious two-year timetable, is due for completion 
12 months after the Brisbane Summit. However, Australia’s role in the BEPS 
project goes beyond its G20 presidency, with its OECD membership resulting in 
representation on all of the OECD working groups and committees involved in the 
G20/OECD BEPS project. As such, Australia has the advantage of being able to 
synergise and capitalise on its involvement in the broader reform program through 
its G20 presidency. To that end, in the lead up to the Brisbane Summit, Australia 
has been proactively encouraging discussions around the tax reform agenda. 
Australia hosted the G20 International Tax Symposium in Tokyo, Japan on 9–10 
May 2014. The symposium, with over 200 delegates from nearly 40 countries, 
aimed to discuss developments in international taxation focusing on the key items 
of the G20 tax agenda. To date, details of the outcomes from the symposium 
were limited to opening and closing addresses. These indicate that there is con-
siderable commitment and momentum to all 
three priority areas.10 
BEPS is a multifaceted problem with no clear or 
apparent solutions. Any measurable outcomes 
require a significant degree of cooperation and 
consensus from all nations. This is where the 
potential difficulty lies. While no one doubts that 
the BEPS problem is substantial, substantive 
solutions require nations to balance sovereignty 
issues with a strengthening of the consensus-based framework. Possible reforms 
may also require a consideration of a move away from traditional developed 
nation/OECD models and practices to models that better reflect the reality of 
the modern global economy and the structure and form of multinational entities. 
Unfortunately, there is very little indication that ‘bold’ steps will be suggested in 
any reform proposals, with the OECD Action Plan stating, “rather than seeking to 
replace the current transfer pricing system, the best course is to directly address 
the flaws in the current system.”11
“ BePS is a multifaceted problem with no clear or 
apparent solutions. Any measurable outcomes 
require a significant degree of cooperation and 
consensus from all nations. this is where the 
potential difficulty lies.”
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Priority 2: International tax transparency
The second of the international tax reform priority areas is to promote interna-
tional tax transparency and the global sharing of information so that taxpayers 
with offshore investments comply with their domestic tax obligations. Greater 
transparency is called for on the basis that it increases compliance with the exist-
ing laws and informs public debate. Transparency initiatives complement the 
work being done on the substantive BEPS aspects. 
Transparency is not well defined, and in the international tax arena, it often means 
different things to different stakeholders. It can also have different purposes, be 
disclosed by and to different stakeholders, and vary in nature and the level of 
information. The exchange of information between taxing authorities has been 
the traditional means of administratively addressing less than single taxation, and 
as such, is generally understood to be what is meant by transparency. However, 
more recently, there have been calls for greater taxpayer transparency in the form 
of mandatory taxpayer reporting of specific information pertaining to their interna-
tional activities. 
Broadly, there are two ongoing transparency initiatives of the G20 and OECD: 
1. Automatic exchange of information; and 
2. Mandated taxpayer disclosure. 
Automatic exchange of information
Prior to the G20/BEPS program, much of the initial G20 international tax focus 
was on international tax transparency. The success of the G20 in shaping the 
transparency agenda and driving reform is testament to the influence it can have 
on tax policy. In particular, at the 2009 London Summit, there was a marked 
change in direction in policy on international tax transparency in an attempt to 
address financial secrecy. More specifically, there was a “call on countries to 
adopt the international standard for information exchange endorsed by the G20 
in 2004 and reflected in the UN Model Tax Convention”.12 Further, the G20 noted 
the OECD’s list of countries assessed against the international standard for 
exchange of information, and stated it stood ready to take agreed action against 
those jurisdictions that did not meet international standards in relation to tax 
transparency.
The OECD/Global Forum coordinates much of the effort attempting to prevent 
tax evasion through both tax havens and non-tax havens. Work has been done 
in the area of transparency and exchange of information. Both OECD and non-
OECD economies have carried out this work since 2000, but the emphasis has 
always been on the promotion of information exchange upon request, which had 
been portrayed by the OECD-hosted Global Forum as the “internationally agreed 
standard”. However, in June 2012, the OECD recognised that in practice, many 
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of its member nations were participating in automatic exchange of information 
and formally endorsed it. 
The OECD stated, “as automatic exchange of information becomes a growing 
practice, the OECD stands ready to offer a multilateral platform to implement this 
practice to all interested countries, including by standardising technical formats 
and investment in information technology.”13 The OECD defines automatic 
exchange of information as the systematic and periodic transmission of ‘bulk’ 
taxpayer information by the source country to the residence country concerning 
various categories of income.14 
The G20 has continued to work closely with the OECD in relation to the auto-
matic exchange of information with successful outcomes. In February of this 
year, the G20 agreed to implement a global standard for automatically exchang-
ing information between tax authorities, with implementation to be complete by 
the end of 2015. G20 governments mandated the OECD-hosted Global Forum 
on Transparency and Exchange of Information for Tax Purposes to monitor 
and review the implementation of the standard. In May, the OECD announced 
the endorsement of the Declaration on Automatic Exchange of Information in 
Tax Matters by all 34 member countries, along with Argentina, Brazil, China, 
Colombia, Costa Rica, India, Indonesia, Latvia, Lithuania, Malaysia, Saudi Arabia, 
Singapore and South Africa. 
While there is still work to be done in the area of automatic exchange of informa-
tion, it appears that the G20’s involvement in the project can be hailed a success. 
However, automatic exchange of information is not without problems, especially 
for developing nations, which are often unable to benefit from the information due 
to lack of capacity.
Mandated taxpayer disclosure
Automatic exchange of information can provide a limited amount of information 
where that information is shared between relevant revenue authorities. However, 
it does little in the way of assisting other stakeholders. As such, calls for additional 
taxpayer accountability in the form of country-by-country reporting have been 
growing in magnitude over the last decade. There are now numerous civil society 
groups that advocate for such reporting and support the view that increased 
disclosure will inform the public about the activities of multinational entities on a 
jurisdictional basis. 
At first glance, it may seem that country-by-country reporting is on the G20 
agenda because mandated taxpayer disclosure specifically falls within the scope 
of the BEPS project. However, this may not be the case. Recommendations are 
being developed regarding the design of a system that requires mandatory dis-
closure rules for aggressive or abusive transactions, arrangements or structures.15 
However, it seems that the OECD views on mandatory reporting may vary from 
that of a broader sector view because the scope of the BEPS project mandate is 
limited. 
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First, it seems that the OECD and the G20 have adopted the view that the point 
of mandatory reporting is providing tax authorities with information. Yet much 
of the purpose of country-by-country reporting is to inform the public about the 
activities of multinational entities to allow an informed assessment of how those 
entities affect society. 
Second, the information required to be disclosed may be more limited than what 
proponents of country-by-country reporting envisage. A broader reporting frame-
work proposed by a leading tax reform advocacy group, the Tax Justice Network, 
suggests that a best practice model would require a multinational entity to report: 
•	 The name of each country where it operates; 
•	 The names of all its subsidiaries and affiliates in these countries; 
•	 The performance of each subsidiary and affiliate, without exception; 
•	 The tax charge in its accounts of each subsidiary and affiliate in each country; 
•	 Details of the cost and net book value of its fixed assets in each country; and 
•	 Details of its gross and net assets for each country.16 
Disclosing employee details, including both cost and number, is also suggested 
as part of a comprehensive reporting model. However, current indications are 
that the OECD reporting requirements will not go this far. To this end, the G20 
can seek feedback from all stakeholders, support a comprehensive reporting 
framework and adopt a wide purpose for such reporting rather than a limited (and 
potentially confidential) regulatory authority-only reporting regime.
Priority 3: Benefits for developing countries
Truly global reform requires not only a consideration of developing nations and 
emerging economies, but also participation by representatives of all members 
of the international community. However, it has generally been the OECD, with 
its developed nations’ membership, that has taken the lead on international tax 
reform. 
The need to include developing nations and emerging economies is especially 
apparent in an era in which there is rapid economic growth in these countries. 
Unlike a century ago, when the current international tax rules were developed, it 
is no longer the case that the majority of international economic activity occurs 
between OECD nations. As such, developing nations are concerned about their 
lack of representation at the OECD. The G20 partially fills this gap. 
Perhaps the most important in ensuring genuine global success, but the least 
developed item on the G20 tax agenda, is the need to ensure that developing 
countries also benefit from any outcomes and commitments. Unfortunately, this 
may also be where the G20 fails to make any significant and substantial headway. 
The focus statement specifically states that the aim of the G20 is to ensure 
that developing countries benefit from the G20 agenda in relation to informa-
tion sharing. While this is a noble goal, information sharing alone will not help 
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developing nations solve the problems they face in relation to BEPS. In particu-
lar, many developing nations are missing out on their ‘fair share’ of tax revenue 
because the current international tax regime allows multinational entities to shift 
the profits from where they are earned to another jurisdiction through the use of 
the current transfer pricing regime and tax treaty network. 
The OECD recognises this, stating: 
“ Developing countries often have no rules or ineffective rules for dealing with BEPS 
issues and lack the capacity to draft effective rules. They also face significant chal-
lenges in obtaining the relevant data and information to enable them to effectively 
implement their rules. The other major challenge facing developing countries is build-
ing the capacity to effectively implement rules based on international standards.”17 
If the G20 is to make meaningful progress in relation to developing nations 
and emerging economies, the nations themselves must be involved in the 
process. While some developing nations are part of the G20, these tend to be 
the larger and more developed nations. For example, at the G20 International 
Tax Symposium in Tokyo, Japan, there were very few delegates from develop-
ing nations, with numbers clearly swayed towards major accounting firms. This 
shows that a greater and more inclusionary effort could be made in this area. 
This is not to suggest that the participants do not have the best interests of 
developing nations in mind. However, it is the developing nations themselves that 
experience the problems first hand. This is evident within the work of the United 
Nations (UN), which is one body that works closely with developing nations. In 
May 2013, the UN released a document complementary to the OECD Transfer 
Pricing Guidelines for Multinational Enterprises and Tax Administrations (OECD 
Guidelines) known as the Practical Manual on Transfer Pricing for Developing 
Countries (UN Practical Manual). The UN Practical Manual devotes a chapter to 
the practices of Brazil, China, India and South Africa. In particular, the chapter 
outlines these nations’ approach to transfer pricing. Each of the four nations that 
contributed was afforded the opportunity to set out its viewpoints and experi-
ences applying the arm’s length principle. (The current transfer pricing system 
requires related-party transactions to be valued at an arm’s length price, i.e., the 
different parts of the multinational entity are treated as if they are independent 
for the purposes of determining a price to be attributed to the related transac-
tions.) Given the same countries are members of the G20, the G20 may wish to 
consider the model adopted by the UN to allow these nations to also highlight 
nation- and region-specific issues as part of the current process.
Ultimately, not only should developing nations be given a say in addressing 
the flaws in the international tax regime, but the G20 also needs to ensure the 
focus isn’t just on the priority areas of the OECD. OECD initiatives such as Tax 
Inspectors Without Borders to assist developing nations with their capacity build-
ing are commendable. However, such programs still work on a developed nation 
model and only address administrative insufficiencies. Again, given Australia’s 
unique position in the Asia-Pacific region, it is imperative that its role in the G20 
international tax reform agenda is broad and genuinely inclusionary.
A u S t r A l i A ’ S  B r i S B A n e  S u m m i t  c h A l l e n g e :  S e c u r i n G  G 2 0 ’ S  f u t u r e
59
Conclusion
The three priority areas may be addressed from an administrative level and/or as 
part of reform to substantive tax laws. To ensure the G20 and OECD produce 
tangible outcomes, reform must be undertaken at both levels. This is particularly 
significant with the BEPS project, which clearly highlights deficiencies in our 
current international tax regime. As the OECD stated in its Action Plan, unless 
effective solutions are developed in a timely manner, countries may adopt uni-
lateral action to protect their tax base. This is not ideal and will not address the 
global issue of BEPS. Instead, it will lead to increased complexity and uncertainty 
in an already broken system. 
While a financial estimate of BEPS globally is not possible, the fiscal implications 
are obvious. Any country that relies on corporate income tax as a revenue source 
is likely to continue to have their tax base eroded until the problem is adequately 
addressed. A higher corporate tax rate results in a greater fiscal impact. As such, 
Australia, with its above-OECD average corporate tax rate, has a stake in ensur-
ing significant progress is made at the G20 in 2014. However, Australia’s interest 
will also be best served by ensuring that any reforms adopt an inclusive approach 
that encompasses not only OECD nations but also places weight on the views of 
the G20 members that are emerging economies as well as non-member develop-
ing nations. 
Less obvious consequences of not addressing the current problems associated 
with the international tax system should also be taken into account. First, access 
to aggressive tax planning techniques for some businesses but not others results 
in distortionary effects on the allocative efficiency of the economy. Flow-on con-
sequences mean there is an erosion of the broader confidence in the tax system 
and an impact on developing nations that 
are forced to continue to rely on foreign aid 
rather than on a well-functioning self-sus-
taining system.18 To this end, Australia, as 
part of the Asia-Pacific region, must ensure 
that it adopts a broader agenda than that 
of the OECD by ensuring that developing 
nations and emerging economies participate 
on an equal footing. It should also ensure 
that the international tax reform agenda is placed within the broad setting of 
globalisation. The current system is broken because it has not kept pace with 
globalisation. Australia has a unique opportunity to highlight this and not only deal 
with the current problems but also offer solutions for the future. 
Ultimately, history suggests that a tax reform agenda of the magnitude proposed 
by the G20 and the OECD is likely to be long term. Not only is there a significant 
degree of international consensus from regulators required, but stakeholders will 
also demand input. There is likely to be continued lobbying from the corporate 
sector, civil society groups and other interested parties. One could be led into 
“ While a financial estimate of BePS globally is not 
possible, the fiscal implications are obvious. Any country 
that relies on corporate income tax as a revenue source 
is likely to continue to have their tax base eroded until 
the problem is adequately addressed.”
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believing that this is merely the beginning of a long process with Australia currently 
sitting in the driver’s seat and charged with ensuring progress and momentum for 
the future. Perhaps this is the case, but Australia also has a unique opportunity to 
play a significant role in shaping the future of international tax reform.
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Glossary
Arm’s length principle 
The current transfer pricing system requires related-party transactions to be 
valued at an arm’s length price, that is, the different parts of the multinational 
entity are treated as if they are independent for the purposes of determining a 
price to be attributed to the related transactions. 
Asian financial crisis 
The Asian financial crisis was a financial crisis that began as a currency crisis in 
Thailand in 1997 and spread to neighbouring countries, with small effects felt in 
other countries in the world. The G20 was formed in the aftermath of the crisis. 
Australian Prudential Regulatory Authority (APRA) 
APRA is the regulator of Australia’s financial services industry, including banks, 
insurance companies and members of the superannuation industry. 
Automatic exchange of information 
In taxation regulation, automatic exchange of information involves the transmis-
sion of taxpayer information by the source country to the residence country 
concerning various categories of income, e.g. dividends and salaries. It can 
provide a limited amount of information where that information is shared between 
relevant revenue authorities but does not assist other stakeholders. 
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Bank of International Settlement (BIS) 
BIS was established in 1930 as an international financial organisation that serves 
central banks in their commitment to monetary and financial stability. It fosters 
international cooperation in those areas and acts as a bank for central banks. 
G20 tasked the BIS, through the Basel Committee on Banking Supervision 
(BCBS), with developing and implementing policies during the Global Financial 
Crisis.
Base erosion and profit shifting (BEPS) 
BEPS occurs when companies, typically large multinationals, use loopholes such 
as profit shifting to avoid paying tax or to reduce the amount of tax they pay. 
BEPS means that countries are unable to tax entities at the location where the 
economic activity takes place.
Basel I 
Basel Capital Accord I, shortened to Basel I, was released by the Basel 
Committee on Banking Supervision in 1988 and called for a minimum capital ratio 
of capital to risk-weighted assets of eight per cent. This has since been imple-
mented in most countries in the world. 
Basel II 
Basel II came into force just as the Global Financial Crisis hit in 2008 and was an 
amendment to Basel I rules. It encouraged a bigger role for ratings agencies and 
bank risk assessment based on their internal models. 
Basel III 
Basel III is a set of reform measures to strengthen the regulation, supervision and 
risk management of the banking sector. It builds on Basel II and was issued in 
late 2010 in response to lessons learnt during the Global Financial Crisis. 
Basel Committee on Banking Supervision (BCBS) 
BCBS is a forum for international cooperation on banking supervisory matters. 
Members are from Argentina, Australia, Belgium, Brazil, Canada, China, France, 
Germany, Hong Kong, India, Indonesia, Italy, Japan, Korea, Luxembourg, Mexico, 
the Netherlands, Russia, Saudi Arabia, Singapore, South Africa, Spain, Sweden, 
Switzerland, Turkey, the United Kingdom and the United States. The BCBS was 
tasked by G20 leaders to develop and implement financial system reform policies 
during the Global Financial Crisis.
Bretton Woods System 
Established in 1944, the Bretton Woods System was an international system 
for exchanging one currency for another. Among other measures, members of 
the system had to peg their currencies to the US dollar. The system collapsed in 
1971.
BRICS 
BRICS refers to Brazil, Russia, India, China and South Africa, or a group of 
emerging economies that have the potential to become the major economies of 
the future. The BRICS are G20 members.
A u S t r A l i A ’ S  B r i S B A n e  S u m m i t  c h A l l e n g e :  S e c u r i n G  G 2 0 ’ S  f u t u r e
63
COP 21 
The 21st Conference of the Parties (COP) is a meeting of the supreme body of 
the United Nations Framework Convention on Climate Change (UNFCCC) in Paris 
in 2015. The COP meets annually.
Credit intermediation 
Credit intermediation is the act of taking money from savers and lending it to 
borrowers.
Derivative 
A derivative is a type of financial contract that derives its value from another finan-
cial instrument, e.g. shares or bonds. Examples of derivatives include futures, 
forwards, swaps and options. The over-the-counter derivatives market played a 
significant role in causing the Global Financial Crisis.
Dodd-Frank Act 
The Dodd-Frank Wall Street Reform and Consumer Protection Act, commonly 
known as Dodd-Frank Act, is a bill that overhauled the US financial regulatory 
system. It was introduced in 2010 following the Global Financial Crisis. 
European Union (EU) 
The EU is an economic union, i.e. a type of trade bloc whereby member countries 
enjoy free movement of goods, services, capital and labour, with members coor-
dinating some aspects of economic policy. The EU consists of 28 countries, i.e. 
Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, 
Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, 
Luxembourg, Malta, Netherlands, Poland, Portugal, Romania, Slovakia, Slovenia, 
Spain, Sweden and the United Kingdom. The EU is part of the G20 and is also 
generally represented at the G7/8, although it is not a member of the G7/8. 
Eurozone 
Eurozone is the common name used for the European Economic and Monetary 
Union, which comprises the 18 countries of the EU that have adopted the euro as 
their common currency. The Eurozone crisis has been ongoing since about 2009 
and originated from some members’ difficulty in paying back sovereign debt. 
Financial Stability Board (FSB) 
The FSB was established in 2009 as a successor to the Financial Stability Forum 
(FSF). Its aim is to coordinate at the international level the work of national finan-
cial authorities and international standard-setting bodies, and to develop and 
promote the implementation of effective regulatory, supervisory and other finance 
sector policies. The G20 expanded the FSF – which was formed by the G7 – into 
the FSB to provide better regulatory oversight of the international financial system.
Financial Stability Forum (FSF) 
The FSF was the forum that preceded the FSB. It was formed in 1999 by the G7. 
Its aim was to enhance cooperation among the various national and international 
supervisory bodies and international financial institutions to promote stability in 
the international financial system.
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Global Financial Crisis (GFC) 
The GFC was a financial crisis that began in late 2007 in the United States and 
spread to much of the world in 2008. The G20 has been commended widely 
for the role it played in mitigating the effects of the crisis through international 
financial system reform. 
Gone-concern loss-absorbing capacity (GLAC) 
GLAC refers to financial institutions’ (particularly those that are important to the 
system and likely to be too big to fail) ability to absorb losses when restructur-
ing occurs, thereby avoiding the need for a government bailout. The Financial 
Stability Board is working on potential standards for GLAC. 
Great Depression 
The Great Depression was an economic crisis that began in 1929 in the United 
States when the stock market crashed. The crisis spread to the rest of the world. 
Its effects were felt through to World War II.  
Group of Seven (G7) 
The G7 consists of the finance ministers, central bankers and leaders of Canada, 
France, Germany, Italy, Japan, the United Kingdom and United States. It was 
formed in the 1970s and reflects the largest economies of that time. 
Group of Eight (G8) 
The G8 was created in the 1970s and consists of the seven G7 members and 
Russia. As of March 2014, Russia is temporarily suspended from the G8 due to 
the Crimean crisis. 
G7/8 
G7/8 refers to both the G7 and the G8. Since March 2014, the G7 and G8 are 
effectively the same group due to the temporary suspension of Russia from the 
G8.
Group of 20 (G20) 
Formed in 1999, the G20 consists of the finance ministers, central bankers and 
leaders of the G7 countries (Canada, France, Germany, Italy, Japan, the United 
Kingdom and United States) plus Argentina, Australia, Brazil, China, India, 
Indonesia, Republic of Korea, Mexico, Russia, Saudi Arabia, South Africa, Turkey 
and the European Union (EU). G20 finance ministers and central bank governors 
meet regularly and its leaders annually to discuss contentious policy issues that 
require international cooperation. The G20 played a crucial role in mitigating the 
effects of the GFC by fostering international cooperation for financial system 
reform. G20 leaders adopted principles for finance sector reform and tasked 
other organisations, such as the International Monetary Fund, to develop and 
implement policies as per those principles. 
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International Monetary Fund (IMF) 
The IMF is an organisation of 188 countries (including all G20 countries), which 
aims to foster global monetary cooperation, secure financial stability, facilitate 
international trade, promote high employment and sustainable economic growth, 
and reduce poverty around the world. The IMF plays an important role in working 
with the G20 and others to implement global financial system reforms.
Lehman Brothers 
The Lehman Brothers was the first major US investment bank that filed for 
chapter 11 bankruptcy protection (administration) in 2008. Its failure is thought to 
have played a major role in the subsequent GFC. 
Lender of last resort 
Lender of last resort refers to an institution such as a central bank that offers 
loans to financial institutions in case of emergencies when they have no other 
means to obtain liquidity. 
Liquidity transformation 
Liquidity transformation is similar to maturity transformation but involves using 
cash-like (liquid) liabilities to buy illiquid assets such as loans.
London Inter-Bank Offered Rate (LIBOR) 
LIBOR is a rate based on the interest rates at which banks offer to transact with 
each other on an unsecured basis in the London market. It is used as a reference 
for short-term interest rates. 
Mandated taxpayer disclosure 
The OECD is working on mandatory taxation disclosure rules to taxation authori-
ties, including aggressive or abusive transactions, arrangements or structures. 
Maturity transformation 
Maturity transformation is the act of investing in long-term assets with short-term 
funds, mostly by borrowing money. In other words, they borrow short and lend 
long, which exposes the financial system to liquidity risk. It is particularly problem-
atic when undertaken by unregulated institutions such as shadow banks.  
Organisation for Economic Co-operation and Development (OECD) 
The OECD is an international organisation of 34 member countries dedicated to 
global development. Formed in the 1960s, it is often dubbed the ‘rich countries’ 
club’. The OECD has been implementing international taxation regulation reform 
at the request of the G20.
Over the counter (OTC) 
In finance, OTC refers to private transactions between financial institutions rather 
than open transactions in markets. OTC transactions lack transparency as prices 
and quantities are not visible to all market participants.
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Shadow banks 
Shadow banks are financial institutions that act like banks but are not counted 
as traditional banks for regulatory purposes as they are not deposit-takers, e.g. 
investment banks. As a result, they tend to go unsupervised and do not have 
access to lender of last resort facilities, i.e. they cannot borrow from the central 
bank in case of an emergency. The shadow banking system played a significant 
role in the GFC. 
Too big to fail (TBTF) 
In the finance sector, TBTF typically refers to banks or other financial institutions 
that are so large and so important to the economy that they cannot be allowed to 
fail as the effect on the economy would be disastrous. 
Transfer pricing 
Transfer pricing efers to the prices charged when one part of a multinational 
group buys or sells products or services from another part of the same group 
in a different country. The prices charged affects profit levels and, therefore, the 
amount of tax they have to pay in the respective countries.
United Nations (UN) 
The UN is an international organisation founded in 1945 committed to maintain-
ing international peace and security, developing friendly relations among nations 
and promoting social progress, better living standards and human rights. While 
more representative than the G20, the diversity of the UN’s 193 members makes 
consensus difficult.
United Nations Framework Convention on Climate Change (UNFCCC) 
The UNFCCC was adopted in 1992 as a response to global warming, with the 
objective of stabilising greenhouse gas concentrations in the atmosphere at a 
level that will prevent dangerous human interference with the climate system.
Volcker rule 
The Volcker rule is a US regulation that prevents banks from making certain types 
of investments that contributed to the GFC. The Volcker rule is part of the Dodd-
Frank Act.
World Trade Organization (WTO) 
The WTO is an organisation formed in 1995 that aims to promote trade liberalisa-
tion. It operates a system of trade rules, and acts as a forum for governments to 
negotiate trade agreements and settle trade disputes.
World Bank 
The World Bank is an international financial institution of the United Nations that 
provides loans to developing countries with the goal of reducing poverty. 
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